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APPENDIX B
Tax Reference Information

(Selected Taxes)

(Continued)

Disposition: General Fund (65%)

Highway UserfTransit

Assistance Funds (35%)

Forecasted Collections:

Wine (alcohol by volume):

14% or less $ 0.30 per gallon

14% or 21 % 0.95 per gallon

21 % to 24% 1.82 per gallon

More than 24% 3.52 per gallon

Sparkling wine 1.82 per gallon

Motor Fuels Tax:

Tax Base: Gallons of gasoline or special fuel

used in highway vehicles, snow

mobiles, motorboats, all-terrain

vehicles, aircraft, trains, and to

propel barges.

Disposition:

Cigarette Tax:

FY 1990

FY 1991

General Fund

$ 55,465,000

53,887,000

Credits:

Tax Rate:

Forecasted Collections:

Refunds or credits are available for

non-highway use (except for that

used in snowmobiles, motorboats,

and all-terrain vehicles).

17 cents per gallon except in certain

border areas.

Aviation fuels: 5 cents per gallon.

Tax Base:

Credits:

Tax Rate:

Cigarettes sold in Minnesota

Distributors receive a 1.25% discount

on the first $1.5 million of stamps

purchased and 0.75% on additional

purchases. Discount covers tax

collection expenses.

38 cents per pack of 20

FY 1990

FY 1991

$ 457,300,000

459,800,000

Forecasted Collections*:
FY 1990

FY 1991

$ 129,785,000

126,463,000

Alcoholic Beverages Tax:

Disposition:

Tax Base:

Tax Rate:

Highway user tax distribution fund

(Aviation revenues to State Airports

Fund)

(Marine revenues to special revenue

fund)

Distilled spirits, beer, malt beverages,

wines and premixed alcoholic

beverages manufactured or re

ceived for sale in Minnesota

Beer:

3.2% or less alcohol by weight: $ 2.40

More than 3.2% 4.60

(rates per 31 gallon barrel)

Distilled spirits:

$5.03 per gallon

Disposition:

Gambling Taxes:

Tax Base:

Debt service on specified bonds (paid

first)

2 cents per pack to Minnesota Re

sources Fund

4 cents per pack to Minnesota Water

Pollution Control Fund less debt

service (above)

2 cents per pack to public health fund

Balance to General Fund

Gross receipts of a licensed organiza

tion from lawful gambling less

prizes actually paid out

* Revenue includes tobacco products
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APPENDIX B
Tax Reference Information

(Selected Taxes)

Tax Rate: 2% of Ideal gross Forecasted Collections:

,
In addition, a graduated combined receipts tax is imposed on the

gross receipts from all lawful gambling, except bingo, at the follow

ing rates after October 1, 1989:

Receipts Rate
Disposition:

FY 1990

FY 1991

General Fund

$ 40,027,000

57,500,000

t

$ 0 - 500,000

500,001 - 700,000

700,001 - 900,000

900,001 and over

0%

2%

4%

6%
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APPENDIX C
Glossary

Adjusted Tax Capacity -- The equalized tax capacity
of all districts. Adjustments are made by comparing
values of actual sales of property to the market value at
which these properties were assessed and applying the
resulting ratio to tax capacity. These values are used in
determining education aids.

Aid to Families with Dependent Children (AFDC)
--Aid provided through counties to the qualifying fami
lies described in the title. Eligibility involves low or no
income and lack of assets. The federal government
pays about 53 percent of this cost; the state pays 85
percent of the non-federal share. Through the property
tax levy the counties pay 15 percent of the non-federal
share.

Alternative Minimum Tax -- An income tax calcula
tion which is made separately from the regular income
tax. A taxpayer must pay the alternative minimum tax
if it is higher than the regular income tax liability. For
individuals, the alternative minimum tax is determined
by applying a tax rate of six percent to the federal tax
preference items. For corporations, the tax is equal to
the amount by which seven percent of the Minnesota
alternative minimum taxable income exceeds the regular
income tax.

Area Vocational-Technical Institute (AVTI) -- A
school that provides post-secondary vocational training.
Currently there are 33 such schools throughout
Minnesota.

Biennium -- Two consecutive fiscal years beginning
July 1 in an odd-numbered year. The biennium is
described by the odd-numbered year in which it begins
and the odd-numbered year in which it ends, such as
the 1987-89 biennium, for the biennium that began July
1, 1987, and ends June 30, 1989.

Categorical Aids -- Education aids for specific pur
poses such as transportation or education of handicapped
students.

Children's Health Plan -- Provides primary health
care to eligible children in families at or below 185
percent of poverty who are not eligible for Medical
Assistance or otherwise insured. Eligible children are
ages one through eight (extended through age 17
effective January 1, 1991).

Class Rates -- Statutory classification percentages that
are applied to the market value of various classes of
property to determine the tax base.

Deficiency Appropriations -- Appropriations made to
cover funding needs of a previous budget period prior
to July 1 of the odd-numbered years. These are usually
adjustments in previous appropriation amounts to cover
unexpected funding needs. The budget period covered
by this publication includes two fiscal years beginning
July 1, 1989. Deficiency appropriations are made for
funding needs of fiscal year 1989.
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Direct Appropriations -- Legislative appropriations
specified as fixed dollar amounts (in contrast to open
and standing appropriations). Direct appropriations
provide a cap on the amount that can be spent for the
purpose specified.

Disparity Reduction Aid -- A property tax relief aid
paid to taxing districts with high tax rates. Initially
computed for taxes payable in 1989, the aid amounts
are now frozen, but will be reduced if the aid would
reduce extension rates to less than 90 percent of tax
capacity.

Disparity Reduction Rate -- A tax rate reduction
determined by dividing the disparity reduction aid of
each taxing district by the district's net tax capacity.

Equalization Aid -- A new property tax relief aid for
taxes payable in 1990, it is intended to help equalize
tax base disparities among cities. While it will be paid
only in 1990, the amount paid will be included in the
local government aid base for 1991.

Estimated Market Value -- The assessor's estimate of
the market value or selling price, intended to represent
the worth of the property in a transaction between a
willing buyer and a willing seller.

Fiscal Year -- That period of time beginning July 1
continuing 365(6) days until the following June 30.
Used by the state for budgeting purposes. The fiscal
year is described as the year in which it ends, such as
the 1988 fiscal year ending June 30, 1988.

General Assistance (GA) -- The state/county program
of cash assistance, emergency assistance, or room and
board payments for eligible persons. This program is
financed 75 percent from state funds. The counties
finance the remaining portion.

General Assistance Medical Care (GAMC) -- Pay
ments made to medical vendors on behalf of medically
indigent persons who do not qualify for federally
assisted medical programs. The state finances 90 per
cent of this program and the counties 10 percent.

General Education Aid Formula -- A new education
aid formula that replaces the Foundation Aid Formula in
fiscal year 1989. The formula merged a number of
levies and categorical aids into one general formula that
guarantees that each district will receive a specified
amount of revenue per pupil unit in return for a
required local property tax levy. The formula may
provide additional funds based on district sparsity, the
number of AFDC students, and the level of training and
experience of the district's teachers.

Homestead -- One of the property classifications.
Homesteads are residences occupied by the owner.
Property owners may have no more than one home
stead.



lIome:ste~UJ and Agricultural Credit Aid (HACA)
A property tax relief aid paid to local govern-

to reflect the incorporation of the old home
and agricultural credits into the class rates for

hOlne~;te~ld and agricultural property.
Levy Limits -- The amount local governments are

pennitted to levy against their property tax base for
certain services.

Local Government Aids -- The funds distributed
by a fonnula from the state general fund to cities,
townships and counties (except Hennepin, Ramsey,
and St. Louis).

Medical Assistance (MA) -- Payments made to
medical vendors (nursing home operators, physicians,
dentists, druggists, etc.) on behalf of welfare recipi
ents and others who are eligible because of a lack of
resources to pay for medical care. The federal gov
ernment finances about 53 percent of MA; the state
finances 90 percent of the non-federal share and the
count 10 percent. Categories covered include needy
families with children, needy senior citizens, and
needy handicapped or blind persons.

Minnesota Supplemental Aid (MSA) -- Cash
grants, special needs payments, and room and board
payments for certain SSI recipients and other eligible
persons who are either elderly, blind, or disabled.
The state finances 85 percent and the county 15
percent.

Non-programmatic Aids -- State aids to local
government or individuals jurisdictions to assist with
the funding of the basic organization and institutional
operation of those jurisdictions. Generally, these
aids are available for "general governmental" pur
poses.

Open and Standing Appropriations -- Legislative
appropriations for which the actual amount ap
propriated is determined by the level need or eligibil
ity. Amounts ultimately spent are usually determined
by the response of some eligible population to a
statutory funding formula or criteria.

Programmatic Aids -- State aids other than non
programmatic aids (defined above). These aids are
provided to local governments or other entities to
fund the costs of specific government programs or
purposes such as education, income maintenance, or
highway construction, for example.

Property Tax Refund -- A yearly refund up to
$400 given to homeowners and $1,000 to renters
based on their incomes and the amount of property
taxes paid on their home or apartment.
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Pupil Units -- A count of public school students
used in calculating each school district's foundation
aid. Pupil units include weighted ADM (defined
below) plus additional units for students whose fami
lies receive AFDC.

Special Levies -- Levies not covered by the levy
limitation law, principally, welfare income main
tenance and bonded debt levies.

Supplemental Security Income (SSI) -- Payments
made directly from the federal government to eligible
low-income people who are aged, blind, or disabled.

Targeting -- A program of supplemental property
tax relief to individuals (the Property Tax Refund) in
which a specified percentage of the increase in net
taxes payable is refunded by the state.

Tax Capacity -- The property tax base determined
by multiplying the market value by the appropriate
class rate.

Tax Capacity Rate -- The rate of tax determined
by dividing a taxing district's levy, reduced by cer
tain aids, by the total net tax capacity of all property
located within the taxing district. The rate is ex
pressed as a percentage of tax capacity.

Tax Extension Rate -- The tax rate actually ap
plied to individual properties, determined by subtract
ing the disparity reduction rate from the tax capacity
rate. The disparity rate cannot reduce the tax exten
sion rate to less than 90 percent of tax capacity.

Tax Increment Financing -- A method of provid
ing state and local financial assistance to economic
development projects in which taxes on newly devel
oped property values are captured and dedicated to
the repayment of certain development costs.

Weighted ADM -- The average daily membership
of a school district (i.e., the average number of stu
dents enrolled during the year), weighted by the
grade level. Each kindergarten student counts as 0.5
weighted ADM, each student in grades 1-6 as 1.0
weighted ADM, and each student in grades 7-12 and
1.4 weighted ADM through fiscal year 1988 and
1.35 beginning in fiscal year 1989.
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